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sTaTEMENT AS OF September 30, 2007 or tHe Preferred Health Partnership of Tennessee, Inc.

ASSETS

Current Statement Date 4
1 2 3
Net Admitted December 31,
Nonadmitted Assels Prior Year Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS ..o oo L 55298194 ... 55298,194{........ 51,260,404
2. Stocks:
21 Prefemed ST0CKS ... e e
22 CommONSIOCKS ...
3 Mortgage loans on real estate:
31 FISTHNS . L
3.2 Otherthanfirstiiens ...
4. Real estate:
41  Properties occupied by the company (less $.......c....... 0
ENCUMBIANCES) ..o e
4.2 Properties held for the production of income (Jess $.............. 0
ENCUMDIANCES) ... oo e
4.3 Properties held for sale (less $...........0 encumbrances) ...........looooveei Lo b
5. Cash (5........ 689,639), cash equivalents ($............... 0} and short-term
investments ($............... 0) oo 689,639 ... ... 089,839] .. ... 3,700,088
6. Contract loans (including $............0 premiumnotes) ...l
7. Otherinvested @5Se1S ...
8. Recelvables for securities ..o e
9. Aggregate write-ins for invested assets ... i L L
10.  Subtotals, cash and invested assets {Lines 1109} ...l 55,987,833 55,987,8331..... 54,960,492
11, Titleplantsless $..cooes 0 charged off {for Title insurers only) ... e b
12. Investmentincome due andaccrued ... ...l 6649107 664,910}).......... . 741,670
13. Premiums and considerations:
13.1  Uncollected premiums and agents' balances in the course of
CONBCHON ...
13.2  Deferred premiums, agents' balances and installments booked
but deferred and not yet due (including $. .0 earned but
unbilled premiums) ... e L L
133 Accrued refrospective premiums ... e L e
14, Reinsurance:
141 Amounts recoverable from reinsurers ...
14.2  Funds held by or deposited with reinsured companies ... o
143 Other amounts receivable under reinsurance contracts ............. b b
15, Amounts receivable relating to uninsured plans .................
16.1  Current federal and foreign income tax recoverable and intere
16.2 Netdeferredtaxasset ... TA13304 L TAI3304
17. Guaranty funds receivable or on deposit ... o e b
18.  Electronic data processing equipment and software ...l L
19.  Furniture and equipment, including health care delivery assets
[T 0) e L
20, Net adjustments in assets and liabilities due to foreign exchangerates .01
21, Receivables from parent, subsidiaries and affiliates ........................... | 48,637 ............ 48,637 [ 0
22.  Healthcare ($..co 0) and other amounts receivable ..................... ] L e
23.  Aggregate write-ins for other than invested assets ........................... ... 17394231 1,738,423 10,697
24, Total assets excluding Separate Accounts, Segregated Accounts and
Protected Cell Accounts (Lines 10t023) ... ... ...l 65,854,107 .......... 7,461,941 58,392,166 ... 55,712,858
25, From Separate Accounts, Segregated Accounts and Protected Cefl
ACCOUNTS ..o e b b
26, Total (Lines24and 25) ... L Ao 65,854,107].......... 7461941, 58,392,1661........ 55,712,858
DETAILS OF WRITE-INS
0001
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflowpage ..............1 ... .
0999. TOTALS (Lines 0901 through 0903 plus 0998) (Line Sabove) ..............d..oo o
2301, ARRisk Share .. .......ooooovvii
2302. AR State Admin ... I 1,739,423
2303,
2398. TP
2399. TOTALS (Lines 2301 through 2303 plus 2398) (Line 23 above) ............ ..., 1,739,423

Q2




STATEMENT As oF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

LIABILITIES, CAPITAL AND SURPLUS

Current Perjod Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less §.... ..Oreinsurance ceded) ..........................
2. Accrued medical incentive pool and bonus amounts ... h
3 Unpaid claims adjustment BXPENSES .............oooiiii e L
4 Aggregate health policy reserves ... . PSSP . 6,847,440 6,847,440 ... 6,847,440
5, Aggregate life PONCY TBSEIVES ...t i e
6 Property/casualty uneamed premium FESEIVE . ............oooerroriee e L e
7 Aggregate health Claim 18SBIVES ...
8. Premiums received inadvance ... J e
9. General expenses due or accrued ............... T TP PO RS URURRPRIY BUPPRI 18,0001 ... 18,000)......... 22575
101 Current federal and foreign income tax payable and interest thereon (including $.............. 0
on realized gains (J0SSES)) . oo e D L L
10.2  Netdeferred tax ability ... L
1. Ceded reinsurance premiums payable ...........ooooiiie e e L
12. Amounts withheld or retained for the accountof others ........................... e e L
13. Remittances and items not allocated ... T e L
14. Borrowed money (including $...............
{including §............... O CUITERE) . e e
15. Amounts due to parent, subsidiaries and affiliates ...
16. Payable for SECUMHES ..ot b
17. Funds held under reinsurance treaties with ($.............. 0 authorized reinsurers and
... -0 UNAUNOMZEA TRINSUTETS) . ... oottt e e
18. Reinsurance in unauthorzed COMPANIES ... ... eoovviiee oo e L
19. Net adjustments in assets and liabilities due to foreign exchange rates ...l
20. Liability for amounts held under uninsured plans ............... e e 32 L T1312 . 75,963
21, Aggregate write-ins for other liabilities {including $.............. Ocourrent) ... 157843 ... 15784313 1., 15,214,333
22. Total fiabilities {Lines 110 21) ... L 22721085 ... 22,721,065].... 22,160,311
23 Aggregate write-ins for special surplus funds ... XXX, XXX ol
24. Common capital SICK ... XXX ... XXX 10001 1,000
25. Preferred capital SIOCK ... ... XXX... XXX ool
26. Gross paid in and contributed SUMPIUS ........ ..o XXX ol XXX .61,379,848|.... 61,379,848
27. SUrpRIS NOIBS .. XXX ... XXX oo
28. Aggregate write-ins for other than special surplus funds ... XXX .. XXX ol
29. Unassigned funds (SUTPIUS) ...t XXX XXX (25,709,747} 1. (27,828,301
30. Less treasury stock, af cost;
301 ....0 shares common (value included in Line 24 §............... 0} .o XXX .. XXX,
302 0 shares preferred (value included in Line 25 $...........0) ... XXX XXX
31, Total capital and surplus (Lines 23t0 29 minus Line 30) ... XXX XXX .. 35,671,1011.... 33,562,547
32. Total Liabilities, capital and surplus (Lines22and31) ... ..o XXX L XXX . 58,392,166 ... 55,712,858
DETAILS OF WRITE-INS
2101, Accrued Run-Out COStS . ... 10,986,297 ... 10,986,297 |.... 10,986,297
2102, Risk Share Audit RESErve ..o 2,040,320 2,040,3201..... 2,040,320
2103, Penalty RESEIVE ... ... 1,036,750 .. ... 1,036,750..... 1,086,750
2198, Summary of remaining write-ins for Line 21 from overflow page . L 1,720,946 1. 1,720946].. ... 1,100,966
2199.  TOTALS (Lines 2101 through 2103 plus 2198) (Line 21above) ... ... L 157843130 .. 15,784,3131.... 15,214,333
2301, PP RTR IO P PP PP PR LXXX XXX
230, XXX XXX
2303. XXX
2398.  Summary of remaining write-ins for Line 23 from overflow page ... XXX XXX ol L
2399.  TOTALS (Lines 2301 through 2303 plus 2398) (Line 23 above) ... [ XXX ] XXX o b o
2801. XXX b
2802. XXX o
2803, e L KRR XXX b,
2898. XXX
| 2899. XXX oo,
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sTaTEMENT AS OF September 30, 2007 or v Preferred Health Partnership of Tennessee, Inc.

STATEMENT OF REVENUE AND EXPENSES

Current Year To Date Prior Year
To Date
1 2 3
Uncovered Total Total

1. Member MONMhS .. XXX
2. Net premium income (including $............... 0 non-health premiumincome) ... XXX
3. Change in unearned premium reserves and reserves forrate credits ... XXX
4. Fee-for-service (net of §.............. 0 medical expenses) ... XXX b
5, RISK T@VENUE ... XXX o
8. Aggregate write-ins for other health care refated revenues ... XXX o 15246431 . ... 18,244
7. Aggregate write-ins for other non-health revenues ... XXX ol L
8. Total revenues (LINES 210 7) .. ooiee e XXX 1,524,643 18,244
Hospital and Medical:
9. Hospitalimedical benefits ... 2,418
10. Other professional SEIVICES ... (1,214)
11. Qutside referrals ...
12. Emergency room and out-of-area ... e e 39
13. Prescription Arugs ..o (11,455) ...
14. Aggregate write-ins for other hospital and medical ..................... L (M4178) 1. {(502,116)
15. Incentive pool, withhold adjustments and bonus amounts ... e
16. Subtotal (Lines 910 15) ... (125,633)[.......... (500,873)
Less:
17. Net 1einSUrance reCOVENIES ... .......oooiiiiiiii e e L
18. Total hospitat and medical (Lines 16 minus 17) ... L (125,633).......... (500,873}
19. Non-health claims (Mel) ... T
20. Claims adjustment expenses, including §......... 741,452 cost containment expenses .................fo .. 1,350,6581......... 1,341,941
21 General administrative XPENSES ...t 3,228,940 ... 2,834,879
22. Increase in reserves for life and accident and heaith contracts (including §............... 0Oincrease in

reserves forlifeonly) ... L
23. Total underwriting deductions (Lines 18through22) ... . 4453965 3,675,947
24. Net underwriting gain or (loss) {Lines 8 minus 23) ... XXX .. (2,929,322)1........ (3,657,703)
25. NetinvestmentinCome eamMed ... 1,7254381....... . 1,764,182
26. Net realized capital gains (losses) less capital gains tax of $......c...0 oo e L (4767801 ...
27. Net investment gains or (losses) (Lines 25 plus 26) ... e L 1,677,7601...... ... 1,764,182
28. Net gain or (loss) from agents’ or premium balances charged off [(amount recovered

[ 0} (amount charged off §.............. O] o e
29. Aggregate write-ins for other income Or @XpeNnses ...
30. Net income or (loss) after capital gains tax and before all other federal income taxes {Lines 24

PIUS 27 PIUS 28 PIUS 29) ..o XXX (1,251,562)]........ (1,893,521)
3t Federal and foreign income taxes inCurred ... XXX oo (425,531) ... (643,797)
32 Netincome (loss) (Lines 30 minus 31) .. XXX ... (826,033 ........ (1,249,724)
DETAILS OF WRITE-INS
0601, Miscellaneous INCOME ... XXX oo 1,524,643]..... 18,244
0602, XXX
0603.
0698.
0699.
7. XXX
0702, XXX
D703, XXX
0798.  Summary of remaining write-ins for Line 7 fromoverflowpage ...l XXX
0799. TOTALS (Lines 0701 through 0703 plus 0798) (Line 7 above) ... XXX L
1401.  Recoveries (602,116}
402, e
A0,
1498.  Summary of remaining write-ins for Line 14 from overflow page ... .
1499, TOTALS (Lines 1401 through 1403 plus 1498) (Line 14 above) ... .. (114,178)| ... . {502,118)
2901. e TP OO PO U PP UOPUO TR FEUUUUUURRRURUPPRTRTN
200, L e
290, e
2998.  Summary of remaining write-ins for Line 28 fromoverflowpage ... b L L
2999, TOTALS (Lines 2901 through 2903 plus 2998) (Line 28above) ... b




sTATEMENT A5 OF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

STATEMENT OF REVENUE AND EXPENSES (Continued)

1 2 3
Current Year Prior Year
To Date To Date Prior Year
CAPITAL & SURPLUS ACCOUNT

33, Capital and surplus prior reporting Year ................cc..oocvee i . 33,552,5461 ... 35,344,903 ..... ... 35,344,903
34. Netincome or {loss) fromLine 32 ... c (826,031 (1,249,724)1 ... 1,125,698
35. Change in valuation basis of aggregate policy and claim reserves .
36. Change in net unrealized capital gains (losses) less capital gains tax of §.........0 ... ...
37. Change in net unrealized foreign exchange capital gain or (l0ss) ...l e L
38. Change in net deferred INCOME taX ..........ooo oo e L 7,413,304
39. Change in nonadmitted assets ... 2,9445861.............. 36,464|....... {10,370,062)
40. Change in unauthorized reiSUrANCE ... ..o e L
41. Change intreasury S1ocK ...
42. Change in SUPIUS NOLES ... iiee e
43. Cumulative effect of changes in accounting principles ... e
44, Capital Changes:

4.1 PaIG N

442 Transferred from surplus (Stock Dividend) ... L e L

443 Transferred to SUIPIUS ... ...
45. Surplus adjustments:

451 Paidin ...

452 Transferred fo capital (Stock Dividend) ... e

453 Transferred fromeapital e e
46. Dividends tostockholders ... e
47. Aggregate write-ins for gains or {losses) insurplus ... 38,703 ............38703
48, Net change in capital and surplus {Lines 341047) ... ...l 2,118555]...... (1474557 (1,792,357)
49, Capital and surplus end of reporting period (Line 33 plus48) ... o 35671101 ... 34,170,348 33,552,546
DETAILS OF WRITE-INS
4701, Change in Unrealized Valuation ... ...
AT,
4703. T ITRP PRSI [ USSP R
4798.  Summary of remaining write-ins for Line 47 from overflow page ...
4799.  TOTALS (Lines 4701 through 4703 plus 4798) (Line47above) ...l o,
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Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Member Months 0 0 0
REVENUES:
1. TennCare Capitation 0 0 0
2. Investment 564,459 1,877,759 2,341,783
3. Other Revenue 1,524,642 1,524,644 29
State Admin Revenue ] c 0
4. TOTAL REVENUES (Lines 1to 3) 2,088,101 3,202,403 2,341,812
EXPENSES:
Medical and Hospital Services:
5. Capitaled Physician Services 0 0 0
6. Fee-For-Service Physician Services 0 0 0
7. Inpatient Hospital Services 0 0 1,694
8. OQutpatient Services Q 0 99¢
9. Emergency Room Services 0 o 0
10. Mental Health Services 0 0 291
11. Dental Services (Capitated & FFS) 0 0 0
12. Vision Services (Capitated , FFS & Opthamology) 0 o 0
13, Pharmacy Services (Capitated & FFS) 0 (11,455) {20,385}
14. Home Health Services 0 0 )
15. Chiropractic Services 0 0 0
16. Radiology Services 0 0 0
17. Laboratory Services 0 0 114
18. Durable Medical Equipment Services 0 0 0
19. Transportation Services (Capitated) [t] 0 0
20. Outside Referrals 0 o] 0
21. Medical Incentive Pool and Withhold Adjustments 0 0 Q
22. Qccupancy, Depreciation, and Amortization 0 0 0
23. Other Medical and Hospital Services (Provide Detail)
Surgery - Orthopedic - FFS Office 0 0 o
MCO Delegated Services 0 0 0
Allergy & immunology FFFS Office & Other 0 0 (1.508)
Counselors/Therapists 0 0 0
Ototaryngology - FFS Office 0 0 0
Anesthesiology - FFS Hosp & Other 0 0 0
Gastroenterology 0 0 0
Preventive Medicine 0 0 293
Ped Emergency Medicine - FFS Hospital 0 0 0
Miscellaneous 0 0 0
IBNR 0 0 0
Risk Share 0 0 0
24. Subtotal {Lines 5 to 23) [ (11,455) (18,502)
25. Reinsurance Expenses Net of Recoveries 0 0 0
LESS: 4
26. Copayments 0 0 0
27. Subrogation 0 0 4]
27a Recoveries 63,152 114,178 618,133
28. Coordination of Benefits 0 0 0
29.  Subtotal (Lines 26 to 28) 63,152 114,178 618,133
30. TOTAL MEDICAL AND HOSPITAL (Lines 24 and 25 less 29) (63,152), (125,633) (636,635}

PHPT OPERATIONS




Report #2A (Continued): TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Administration:
31. Compensation {Inciuding Allocated Costs) 2,473,557 7,195,263 8,523,963
32. Marketing (Inciuding Allocated Costs) 2,696 5,987 8,098
33. Premium Tax Expense {141,685} 0 304,927
34. Occupancy, Depreciation and Amortization {Including Allocated Costs) 288,425 864,480 786,302
35. Other Administration (Provide detail)
Printing 36,591 96,299 145,380
Rent/Utilities 0 0 0
Franchise, Excise & Property Taxes 0 0 [
Postage 29,122 108,771 241,411
Legal Fees 6,146 30,622 36,851
Liguidated Damages {4,500), 34,500 {1,472,500);
Outside Services 121,800 244,538 370,825
Board & Committee Fees 0 0
Auditing, actuarial and other consulting services 0 o]
Books & Subscriptions 506 3,502 1,602
Dues, Fees & Licenses 247 41,550 58,976
Education & Seminars 0 0 0
Meals & Entertainment 0 388 1,068
Office Supplies 5,825 6,314 2,020
Minor Equipment 1,522 2,722 1,535
Travel Q 218 1
Weliness Program 0 0
Leases & Rentals of equipment 0 0
Repairs/Maintenance Agreements 40,784 40,784 43,444
Telephone/Beepers/Cellular Phones 0 o] 0
Temp/Contract Personnel 21,262 64,069 188,036
Provision for Loss Contracis 0 0
Risk Banding Reserve Q 0
Program Run Out Expense 0 Q
State Admin Revenue (3,565,576) (10,649,848) (14,484,727)
Miscellaneous Expense 180,827 540,040 {559,429)
Total DIRECT Expenses {502,450} {1,369,801) (5,802,217)
Other ALLOCATED Expenses (Provide detail)
Rent/Utiiities 148,439 445,223 491,875
Printing 15,989 79,194 107,633
Postage 69,088 369,475 287,300
iegal Fees 84,209 254,781 81,298
Outside Services 402,260 1,126,477 2,193,564
Board & Commitiee Fees 26,846 78,263 83,326
Survey Fees 7,553 63,426 98,561
Telephone/Beepers/Celiutar Phones 81,865 239,687 277,749
Books & Subscriptions 9,940 44,943 78,528
Minor Equipment 14,908 36,742 89,525
Computer Supplies 0 0 4]
Dues. Fees & Licenses {1,582} 55,918 106,018
Education & Seminars 28,126 43,714 35,099
Meals & Enterfainment 4,690 15,245 24,075
Office Supplies 31,473 83,203 103,927
Travel 16,434 47,587 75,109
Miscellaneous Expense 30,635 114,823 108,007
Franchise, Excise & Property Taxes & Sales/Use Tax 26,663 79,988 {9,530)
Insurance 78,826 236,582 327,790
Leases & Rentals of equipment 12,123 39,515 65,237
Repairs/Maintenance Agresments 187,953 415,484 556,487
Relocation Expense Total 2,248 2,248 1,215
Training and Orientation Total 0 0 0
Temp/Contract Personnet 130,705 341,821 294,555
Covenant Management Fees 578,353 1,735,060 1,896,997
Total ALLOCATED Expenses 1,987,745 5,949,399 7,374,344
36. TOTAL ADMINISTRATION (Lines 31 to 36) 1,485,295 4,579,538 1,672,127
FIT & Excise Tax 226,766 (425,531) 280,622
37. Total Other Expenses: 226,766 (425,531) 280,622
38. TOTAL EXPENSES (Lines 30 and 37 and 37A) 1,648,908 4,028,434 1,216,114
39. NET INCOME (LOSS) (Line 4 less Line 38) 440,193 (826,031) 1,125,688
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Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Member Months 311,403 930,060 1,274,537
REVENUES:
1. TennCare Capitation 46,821,188 141,885,147 170,923,604
2. Investment 56,819 160,043 107,087
3. Other Revenue Q [ 0
IBNR / Capitation Revenue Receivable 2,753,812 24,825,372 27,794,802
Premium Tax 1,172,381 2,230,561 2,587,434
State Admin Revenue
4. TOTAL REVENUES (Lines 1 to 3) 50,804,200 169,111,123 201,412,927
EXPENSES:
Medical and Hospital Services:
5. Capitated Physician Services 0 ’ 0 0
6. Fee-For-Service Physician Services 5,154,701 19,097,676 20,708,492
7. Inpatient Hospital Services 27,002,426 88,119,797 112,529,023
8. Outpatient Services 18,822 47,677 60,856
9. Emergency Room Services 3,262,438 11,817,529 12,474,006
10. Mentat Health Services 5,434 19,831 34,334
11. Dental Services (Capitated & FFS} 529 1,467 5,222
12, Vision Services (Capitated , FFS & Opthamology) 205,920 609,398 804,983
13. Pharmacy Services (Capitated & FFS) 7 102 {4,267)
14. Home Health Services 188,379 658,935 513,598
15. Chiropractic Services c 0 ]
16. Radiology Services 76,632 225,918 304,233
17. Laboratory Services 6,052,137 20,867,272 25,850,332
18. Durable Medical Equipment Services 1,997,777 8,200,378 6,628,295
19. Transportation Services {Capitated) 1,199,365 3,306,702 4,180,871
20. Outside Referrals 4] 0 0
21. Medical incentive Pool and Withhold Adjustments Y o 0
22. Occupancy, Depreciation, and Amortization o] 0 0
23. Other Medical and Hospital Services (Provide Detail) c 0
Surgery - Orthopedic - FFS Office 0 0 0
MCO Delegated Services ¢ 0 0
Alfergy & Immunology FFS Office & Other 2,083,739 6,336,731 7,164,576
Counselors/Therapists o 0
Otolaryngology - FFS Office 269,777 1,039,670 1,464,708
Anesthesiology - FFS Hosp & Other 705,886 2,123,838 2,802,600
Gastroenterology 16,360 42,275 35,116
Preventive Medicine 1,021,401 2,621,740 3,340,780
Ped Emergency Medicine - FFS Hospital 0 0
Miscellaneous 697,215 2,048,370 123,293
IBNR 0 Q 0
Risk Share 0 0 0
24. Subtotal (Lines 5 to 23) 49,958,943 167,185,303 199,021,141
25. Reinsurance Expenses Net of Recoveries 0 0
LESS:
26. Copayments 0 o]
27. Subrogation 158,877 709,520 774,160
27a Recoveries 168,247 458,984 306,848
28. Coordination of Benefits 0 0
29.  Subtotal {Lines 26 to 28) 327,124 1,168,504 1,081,008
30. TOTAL MEDICAL AND HOSPITAL (Lines 24 and 25 less 29) 49,631,819 166,016,799 197,940,133
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Report #2A (Continued): TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year

Previous Year

Current
Period

Year to Date
Total

Total

3t
32.

]

33

34.
35.

36.

37.
38.

39.

Administration:

Compensation {Inciuding Aliocated Costs)
Marketing (Including Allocated Costs)
Premium Tax Expense

Other Administration (Provide detail)

Printing

Renv/Utitities

Franchise, Excise & Property Taxes
Postage

Legal Fees

Liquidated Damages

Outside Services

Board & Committee Fees

Auditing, actuarial and other consulting services
Books & Subscriptions

Dues. Fees & Licenses

Education & Seminars

Meals & Entertainment

Office Supplies

Minor Equipment

Travel

Wellness Program

Leases & Rentals of equipment
Repairs/Maintenance Agreements
Telephone/Beepers/Cellular Phones
Temp/Contract Personnel

Provision for Loss Contracts

Risk Banding Reserve

Program Run Out Expense

State Admin Revenue

Miscellaneous Expense
Total DIRECT Expenses

Other ALLOCATED Expenses (Provide detail)

Rent/Utilities
Printing
Postage
Legal Fees
Outside Services
Board & Committee Fees
Survey Fees
Telephone/Beepers/Celiular Phones
Books & Subscriptions
Minor Equipment
Computer Supplies
Dues, Fees & Licenses
Education & Seminars
Meals & Entertainment
Office Supplies
Travel
Miscellaneous Expense
Franchise, Excise & Property Taxes & Sales/Use Tax
insurance
Leases & Rentals of equipment
Repairs/Maintenance Agreements

Retocation Expense Total

Training and Orientation Total
Temp/Contract Personnel
Covenant Management Fees

Total ALLOCATED Expenses

TOTAL ADMINISTRATION (Lines 31 to 36)

FIT & Excise Tax

Total Other Expenses:

NET INCOME (LOSS) (Line 4 less Line 38)

Occupancy, Depreciation and Amortization (Inciuding Allocated Costs)

TOTAL EXPENSES (Lines 30 and 37 and 37A)

0
0
1,172,381
0

0
]
0
0
0
0
0
o]
0
0
0
0
0
4]
0
0
Q
0
o]
0
0
0

0
0
0
o
1

1,172,38

0
o]
3,094,324
0

OO0 OO OLDOORROCO OO

roOOC OO

3,094,32

o]
0
3,472,794
0

0
]
0
0
0
0
0
0
0
0
o]
0
0
0
0
0
o
0
0
0
0

0
0
0
[
0
4

3,472,79

000000 OO0 ICOLQROD OO

O 000000 IROOTOLTRDOOO OO0

000D OO0

1,172,381

3,084,324

3,472,794

0

0

0

0

0

0

50,804,200

169,111,123

201,412,927

0

©)
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Report #2A: TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Member Months 311,403 930,060 1,274,537
REVENUES:
1. TennCare Capitation 46,821,188 141,895,147 170,923,604
2. Investment 621,278 1,837,802 2,448,870
3. Other Revenue 1,524,642 1,524,644 28
IBNR / Capitation Revenue Receivable 2,753,812 24,825,372 27,794,802
Premium Tax 1,172,381 2,230,561 2,587,434
State Admin Revenue 0 0 )
4. TOTAL REVENUES (Lines 1 to 3} 52,893,302 172,313,526 203,754,739
EXPENSES:
Medical and Hospital Services:
5. Capitated Physician Services 0 0 4]
6. Fee-For-Service Physician Services 5,154,701 19,097,676 20,708,492
7. inpatient Hospital Services 27,002,426 88,119,797 112,530,717
8. Qutpatient Services 18,822 47,677 61,855
9. Emergency Room Services 3,262,438 11,817,528 12,474,096
10. Mental Health Services 5,434 19,831 34,625
11. Dental Services (Capitated & FFS) 529 (9,988) 5,222
12. Vision Services (Capitated , FFS & Opthamology) 205,920 608,399 804,983
13. Pharmacy Services (Capitated & FFS) 7 102 (24,652)
14. Home Health Services 188,379 658,935 513,598
15. Chiropractic Services 0 0 0
16. Radiology Services 76,632 225,918 304,233
17. Laboratory Services 6,052,137 20,867,272 25,850,446
18. Durable Medical Equipment Services 1,997,777 8,200,378 6,628,295
19. Transpurtation Services {Capitated) 1,189,365 3,306,702 4,180,871
20. Outside Referrals 0 0 ]
21. Medical incentive Pool and Withhold Adjustments Q 0 ¢}
22. Occupancy, Depreciation, and Amortization 0 4 4]
23. Other Medical and Hospital Services (Provide Detall) . 0 ¢ 0
Surgery - Orthopedic - FFS Office s} o [¢]
MCQ Delegated Services 0 0 0
Allergy & immunology FFS Office & Other 2,083,739 6,336,731 7,163,088
Counselors/Therapists 4] 0 [}
Otolaryngology - FFS Office 266,777 1,039,670 1,464,708
Anesthesiology - FFS Hosp & Other 705,886 2,123,838 2,802,600
Gastroenterology 16,360 42,275 35,116
Preventive Medicine 1,021,401 2,621,740 3,341,073
Ped Emergency Medicine - FFS Hospital o] 0 o
Miscellaneous 697,215 2,048,370 123,293
IBNR P 0 0 0
Risk Share 0 0 0
24. Subtotal {Lines 5 to 23) 49,958,943 167,173,848 199,002,639
25. Reinsurance Expenses Net of Recoveries 0 0 0
LESS:
26. Copayments 0 0 0
27. Subrogation 158,877 709,520 774,160
27a Recoveries 231,399 573,162 924,981
28. Coordination of Benefits 0 0 o]
29. Subtotal (Lines 26 to 28) 390,276 1,282,683 1,699,141
30. TOTAL MEDICAL AND HOSPITAL (Lines 24 and 25 less 29) 49,568,667 165,891,166 197,303,498

PHPT STATE CONSOLIDATE




Report #2A (Continued): TENNCARE OPERATIONS STATEMENT OF REVENUES AND EXPENSES

Current Year Previous Year
Current Year to Date
Period Total Total
Administration:
31. Compensation (Including Allocated Costs) 2,473,557 7,185,263 8,523,963
32. Marketing (Inciuding Allocated Costs) 2,696 5,987 8,098
33. Premium Tax Expense 1,030,696 3,004,324 3,777,721
34. Occupancy, Depreciation and Amortization (Including Allocated Costs) 288,425 864,480 786,302
35. Other Administration (Provide detail)
Printing 36,591 96,299 145,380
Rent/Utilities 0 0 0
Franchise, Excise & Property Taxes 0 0 0
Postage 29,122 108,771 241,411
Legal Fees 6,146 30,622 36,851
Liquidated Damages (4,500) 34,500 {1,472,500)
Quitside Services 121,800 244,538 370,825
Board & Committee Fees 0 0 0
Auditing, actuarial and other consulting services 0 o] 0
Books & Subscriptions 506 3,502 1,602
Dues, Fees & Licenses 247 41,550 58,976
Education & Seminars 0 0 0
Meals & Entertainment 4] 388 1,068
Office Supplies 5,825 6,314 2,020
Minor Equipment 1,622 2,722 1,535
Travel 0 218 1
Wellness Program 0 0 0
Leases & Rentals of equipment 0 0 0
Repairs/Maintenance Agreements 40,784 40,784 43,444
Telephone/Beepers/Cellular Phones 0 [¢] 0
Temp/Contract Personnel 21,262 64,069 188,036
Provision for Loss Contracts 0 0 s}
Risk Banding Reserve 0 4 Q
Program Run Out Expense 0 0 0
State Admin Revenue (3,565,576) {10,649,848) (14,484,727}
Miscellaneous Expense 180,827 540,040 (559,429)
Total DIRECT Expenses 669,930 1,724,523 {2,329,423)
Other ALLOCATED Expenses (Provide detait)
Rent/Utilities 148,439 445,223 491,875
Printing 15,989 79,194 107,633
Postage 69,088 369,475 287,300
tegal Fees 84,209 254,781 81,298
Outside Services 402,260 1,126,477 2,193,564
Board & Committee Fees 26,846 78,263 83,325
Survey Fees 7,553 63,426 98,561
Telephone/Beepers/Celiular Phones 81,865 239,687 277,749
Books & Subscriptions 9,940 44,943 78,528
Minor Equipment 14,908 36,742 89,525
Computer Supplies Y 0 0
Dues, Fees & Licenses {1,582) 55,818 106,018
Education & Seminars 28,126 43,714 35,089
Meals & Entertainment 4,690 15,245 24,075
Office Supplies 31,473 83,203 103,927
Travel 16,434 47,587 75,108
Miscellaneous Expense 30,635 114,822 108,007
Franchise, Excise & Property Taxes & Sales/Use Tax 26,663 79,088 {9,530)
nsurance 78,826 236,582 327,780
Leases & Rentals of equipment 12,123 39,515 85,237
Repairs/Maintenance Agreements 187,953 415,484 556,487
Relocation Expense Total 2,248 2,248 1,215
Training and Orientation Total 0 0 0
Temp/Contract Personnel 130,705 341,821 294,555
Covenant Management Fees 578,353 1,735,060 1,896,997
0 0 0
Total ALLOCATED Expenses 1,087,745 5,949,308 7,374,344
36. TOTAL ADMINISTRATION (Lines 31 to 36) 2,657,676 7,673,921 5,044,921
FiT & Excise Tax 226,766 (425,531) 280,622
37. Total Other Expenses: 226,766 (425,531) 280,622
38. TOTAL EXPENSES {Lines 30 and 37 and 37A) 52,453,109 173,139,556 202,628,041
39. NET INCOME (LOSS) {Line 4 less Line 38) 440,193 (826,030) 1,125,698




statement As oF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

CASH FLOW

1 2
Current Prior
Year Year Ended
To Date December 31
Cash from Operations
1 Premiums collected net Of reiNSUFANCE ... ... I TR
2. Netinvestmentincome ... 2,032,310 2,630,584
3 IS CEHaNEOUS MO . 1,5246431... .. .29
4, Total (LneS 110 3) oo 3,556,9531...... . 2,630,613
5. Benefit and loss related payments ... .. {125,633)]. . {752,074)
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell Accounts ................... ... e
7. Commissions, expenses paid and aggregate write-ins for deductions .. ... .. 2,802,986|........ 5,883,537
8. Dividends paid to policyholders ...
9. Federal and foreign income taxes paid (recovered) net of $.............. 0 tax on capital gains (losses) ....................... . (425830
10. Total (Lines 5 through 9 .. 2,2518221.........5131,463
1. Net cash from operations (Line 4 minus Line 10) ... PP PP PP PSP 1,305,131, {2,500,850)
Cash from Investments
12. Proceeds from investments sold, matured or repaid:
120 BONAS o 11,278,0304........ 28,006,392
1220 SHOCKS oo
123 MOMQagRI0aNS ... .o
124 Realestate............ e L
125 Otherinvested @ssets ................ccoooo oo
12.6  Netgains or (iosses) on cash, cash equivalenis and short-term inveétments ................................................................. (85,283)
127 Miscellaneous proceeds ... TR
128  Total investment proceeds (Lines 12.11012.7) ... B P 11,278,0301....... 27,921,109
13. Cost of investments acquired {long-term only):
13T BONUS L. 15,593,610 23,518,803
132 BM0CKS L
133 Morgage loans ...
134 Real eStale ...
135 Otherinvested 8SSeMS ...
13.6  Miscellaneous applications ................oo e L
13.7  Total investments acquired (Lines 13.110 13.6) ..........ccoooiiiiniiiiiii 15,593,6101........ 23,518,803
14. Net increase (or decrease) in contract loans and premium notes ... L
15. Net cash from investments (Line 12.8 minus Lines 13.7and 14) ... . (4,315,580)|.......... 4,402,306
Cash from Financing and Miscellaneous Sources
16. Cash provided (applied):
16.1 Surplus notes, capital NOeS ...
16.2  Capital and paid in surplus, less treasury stock ...
16.3  Bomowed fUndS ...
16.4  Net deposits on deposit-type contracts and other insurance liabilities .......................... e
16.5  Dividends to stockholders ..o
16.6  Other cash provided (@pplied) ..............cooooiiiiii e
17. Net cash from financing and miscellaneous sources {Lines 16.1 through 16.4 minus Line 16.5plus Line 16.6) ..........[.................
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18. Net change in cash, cash equivalents and short-term investments (Line 11, plus Lines 15and 17) .......................|....... (3,010,449} | ......... 1,801,456
19. Cash, cash equivalents and short-ferm investments:
191 Beginning Of Year ... 3,700,088).......... 1,798,632
19.2  Endofpericd (Line 18 plus Line 19.4) ... 689,639(.......... 3,700,088
Suppl tal Disclosures of Cash Flow Information for Non-Cash Transactions:
Amount Amount
Description 1 2

20.0001

Q6
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10.

1.

15.

16.

17.

18.

sTATEMENT As OF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.
Notes to Financial Statement
Summary of Significant Accounting Policies
Not applicable
Accounting Changes and Corrections of Errors
Not applicable
Business Combinations and Goodwill
Not applicable
Discontinued Operations
Not applicable
Investments
Not applicable
Joint Ventures, Partnerships, and Limited Liability Companies
Not applicable
Investment income
Not applicable
Derivative Instruments
Not applicable
Income Taxes
Not applicable
information concerning Parent, Subsidiaries, and Affiliates
Not applicable
Debt
Not applicable

Retirement Plans, Deferred Compensation, Post employment benefits and Compensated Absences and Other
Postretirement Benefit Plans.

Not applicable
Capital and Surplus, Shareholders' Dividend Restrictions and Quasi-Reorganizations
Not applicable
Contingencies
Not applicable
Leases
Not applicable

Information About Financial Instruments With Off-Balance Sheet Risk and Financial Instruments With
Concentrations of Credit Risk

Not applicable
Sales, Transfer and Servicing of Financial Assets and Extinguishment of Liabilities
A-B. Not applicable

C. Wash Sales
Not applicable

Gain or Loss to the Reporting Entity from Uninsured Plans and the Uninsured Portion of Partially Insured Plans
Not applicable

Direct Premium Written/Produced by Managing General Agents/Third Party Administrators
Q10.0



20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31

statemenT asor September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

Notes to Financial Statement

Not applicable
September 11 Events
Not applicable
Other ltems
Not applicable
Events Subseguent
Not applicable
Reinsurance
Not applicable
Retrospectively Rated Contracts & Contracts Subject to Redetermination
Not applicable
Change in Incurred Claims and Claim Adjustment Expenses
Not applicable
Intercompany Pooling Arrangements
Not applicable
Structured Settlements
Not applicable
Health Care Receivables
Not applicable
Participating Policies
Not applicable
Premium Deficiency Reserves
Not applicable
Anticipated Salvage and Subrogation

Not applicable

Nin A



sTaTemENT As oF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since the prior year end unless otherwise noted)

PART 1- COMMON INTERROGATORIES
GENERAL

1.1 Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of
Domicile, as required by the Model Act?
1.2 \fyes, has the report been filed with the domiciliary state?

2.1 Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settlement of the
reporting entity?
2.2 Hyes, date of change:

3. Have there been any substantial changes in the organizational chart since the prior quarter end?
If yes, complete the Schedule Y - Part 1 - organizational chart.

4.1 Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?
4.2 Ifyes, provide the name of entity, NAIC Company Code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.

Yes[ ] No[X]
Yes[ ] No[ } N/A[X]

Yes[ ] No[X]
Yes[ ] No[X]

Yes[] No[X]

1 2 3
Name of Entity NAIC Company Code State of Domicile

5. Ifthe reporting entity is subject to a management agreement, including third-party administrator(s}, managing general agent(s}, attorney-in-fact,
or simitar agreement, have there been any significant changes regarding the terms of the agreement or principals involved?
If yes, attach an explanation.

Yes[ ] Nof | N/A[X]

6.1 State as of what date the latest financial examination of the reporting entity was made or is being made. 121312005,
6.2 State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity. This

date should be the date of the examined balance sheet and not the date the report was completed or released. 123172005 .
6.3 State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or

the reporting entity. This is the release date or completion date of the examination report and not the date of the examination (batance sheet

date). . 1202812006
6.4 By what department or departments?

TENNESSEE DEPT OF COMMERCE AND INSURANCE - TENNCARE DIVISION
7.1 Has this reporting entity had any Cerificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended or

revoked by any governmental entity during the reporting period? Yes| ] No[X]
7.2 If yes, give full information
8.1 Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes{ ] No[X]
8.2 If response t0 8.1 is yes, please identify the name of the bank holding company.
8.3 Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ | NofX}
8.4 Hresponse 10 8.3 Is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a federal

regulatory services agency fi.e. the Federal Reserve Board (FRB), the Office of the Comptrolter of the Currency (OCC), the Office of Thrift

Supervision {OT8S), the Federal Depostt Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the

affiliate’s primary federal regulator.

1 2 3 4 5 6 7
Affiliate Name Location (City, State) FRB 0cC 0TS FDIC SEC
el - Yes[INo[X] |. Yes[]No[X] |. Yes[]No[X] |. Yes[]No[X] | Yes[]No[X]
FINANCIAL

9.1 Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing

similar functions) of the reporting entity subject to a code of ethics, which includes the following standards? Yes{X] Nof }

(a) Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional

relationships;

{by Full, fair, accurate, timely and understandable disclosure in the periodic reports required fo be filed by the reporting entity;

{c} Compliance with applicable governmental laws, rules and regulations;

{d} The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

(e} Accountability for adherence to the code.
9.11 If the response to 9.1 is No, please explain:
9.2 Has the code of ethics for senior managers been amended? Yes[ ] NoX]
9.21 If the response to 8.2 is Yes, provide information refated to amendment(s).
9.3 Have any provisions of the code of ethics been waived for any of the specified officers? Yes{] NofX]
9.31 If the response to 9.3 Is Yes, provide the nature of any walver(s).

10.1 Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement? Yes[X] Nof}
10.2 If yes, indicate any amounts receivable from parent included in the Page 2 amount; oo 0
INVESTMENT

11.1 Has there been any change in the reporting entity's own preferred or common stock? Yes[ ] No[X]
11.2 If yes, explain:
12.1 Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available for

use by another person? (Exclude securities under securities lending agreements.) Yes[ ] No[X]
12.2 If yes, give full and complete information relating thereto:
13.  Amount of real estate and morigages held in other invested assets in Schedule BA: S .0
14, Amount of real estate and mortgages held in short-term investments: S0
15.1 Does the reporting entity have any investments in parent, subsidiaries and affiliates? Yes[ ] No[X]

15.2 If yes, please complete the following:

Q1



sTatenent As oF September 30, 2007 or tve Preferred Health Partnership of Tennessee, Inc.

GENERAL INTERROGATORIES (Continued)

1 2
Prior Year-End Current Quarter
Book/Adjusted Book/Adjusted
Carrying Value Carrying Value

1521 Bonds .
15,22 Preferred Stock ...
16.23  Common Stock ...
15.24  Short-Term Investments ..............
1525  Mortgages Loans on Real Estate .. . .
1826 AOher ...
15.27  Total Investment in Parent, Subsidiaries and Affiliates (Subtotal

Lines 152110 15.26) ..o
15.28  Total investment in Parent included in Lines 15.21 to 15.26

above ... TP T PP T FETTT Ty T PPPPPo
16.1 Mas the reporting entity entered info any hedging transactions reported on Schedule DB? Yes[ ] NofX]
16.2 If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes{ | Nof ] NJAIX]

If no, attach a description with this statement.

17. Excluding items in Schedule E, real estate, mortgage ioans and investments held physically in the reporting entity's offices, vaults or safety

deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to & custodial agreement with a

qualified bank or trust company in accordance with Part 1 - General, Section IV. H-Custodial or Safekeeping Agreements of the NAIC

Financial Condition Examiners Handbook? Yes[X] Nof ]
17.1 For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:

1 2
Name of Custodian(s) Custodian Address

NORTHERN TRUST ... PO BOX 75986 CHICAGO, Il 60675-5986 .. ... .

17.2 For afl agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the name,
location and a complete explanation:

1 2 3
Name(s) Location(s} Complete Explanation(s)

17.3 Have there been any changes, including name changes, in the custodian(s) identified in 17.1 during the current quarter? Yes| ] No[X}
17.4 1f yes, give full and complete information relating thereto:

1 2 3 4
Date
Old Custodian New Custodian of Change Reason

17.5 Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment accounts,
handle securities and have authority fo make investments on behalf of the reporting enfity:

1 2 ' 3
Central Registration
Depository Name(s) Address
108718 MARTIN AND COMPANY ..., TWO CENTRE SQUARE, SUITE 200, 625 S. GAY STREET,
KNOXVILLE, TN37902 ..o e
18.1 Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes{X] No[]

18.2 if no, list exceptions:

Q1141



statement as of September 30, 2007 or e Preferred Health Partnership of Tennessee, inc.

SCHEDULE A - VERIFICATION

Real Estate

1 2
Prior Year £nded
Year To Date December 31
1 Book/adjusted carrying value, December 31 of prior year ..................... PP
2. Increase (decrease) by adjustment ...
3. Costofacquired ...
4, Cost of additions to and permanent improvements ...
5. Totalprofit(flossyonsales ...
6. Increase (decrease) by foreign exchange adjustment .../ IR & £ % R E E |l
7. Amountreceivedonsales ... B OB OB O BRE OB e
8. Book/adjusted carrying value at end of current period ....| & T T R W REER L
9. Total valuation allowance ... FE SRS U U U RN U U VR UPU DR DR UUPN R e b
10. Subtotal {Lines 8plus 9) .......... O P PN [ P
11 Total nonadmitied @MOUNTS ..o
12. Staternent value, current period (Page 2, real estate lines, Net Admitted Assets column) .................... N
SCHEDULE B - VERIFICATION
Mortgage Loans
1 2
Prior Year Ended
Year To Date December 31
1. Book valuefrecorded investment excluding accrued interest on morigages owned, December 31 of prioryear ...j.................. .
2. Amount loaned during period:
21 Actualcostattime of acquisitions .. ...
2.2 Additional investment made after acquisitions ...
3. Accrual of discount and morigage interest points and commitment fees ..
4. Increase (decrease) by adjustment ...
5. Totalprofit(lossyonsale ... b
6. Amounts paid on account or in full during the period . RE £+ RE ¥ |-
7. Amortization of premium ...
8. Increase {decrease) by foreign exchange adjustment ................
9. Book value/recarded investment excluding accrued interest on morigages owned atend of current period ... ...
10.  Total valuation allowance
1. Subtotal (Lines 9 plus 10)
12, Total nonadmitted amounts ...
13, Statement value of morigages owned at end of current pericd (Page 2, mortgage lines, Net Admitied Assets
COMIIINY o i oL leiiieiiieeeiiii i
SCHEDULE BA - VERIFICATION
Other Invested Assets
1 2
Prior Year Ended
Description Year To Date December 31
1. Bookiadjusted carrying value of long-term invested assets owned, December 31 of prioryear .................... |
2. Cost of acquisitions during period:
2.1 Actual cost at time of acquISIIONS ... oo L
2.2 Additional investment made after acquisitions ...
3. ACCrual Of dISCOUNE ...
4. Increase (decrease) by adjustment
5. Total profit(lossjonsale ...
8. Amounts paid on account or in full during the penod Ny
7. Amortization of premium ...
8. Increase (decrease) by foreign exchange adjustment . ... b
9. Book/adjusted carrying value of long-term invested assets at end of current period
10.  Total valuation allowance
11, Subtotal (Lines 9 plus 10)
12, Total nonadmitted amounts
13.  Statement value of long-term invested assets at end of current period (Page 2, Line 7, Column 3) ... Jo
SCHEDULE D - VERIFICATION
Bonds and Stocks
1 2
Prior Year Ended
Year To Date December 31
1. Book/adjusted carrying value of bonds and stocks, December 31 of prioryear ...................................{........ 51,260,404| ... 56,091,973
2. Cost of bonds and stocks acquired ... 15593610 23,518,803
3. Accrual of discount ................. 21,894 ....50,248
4, Increase (decrease) by adjustment ... PR 38,704
5. Increase (decreass) by foreign exchange adjustment .............................................................. e
6. Total profit (loss) on disposal .. ......(36,845) ... (85,283)
7. Consideration for bonds and stocks d|sposed of ........ 11,278,0301..... .. 28,006,392
8. Amortization of PremiUm ... 262,838 ... . 347,651
9. Book/adjusted carrying value, current period . 55,298,194} ... 51,260,404
10, Total valuation allowance R
11. Subtotal (Lines 9 plus 10) e 51,260 404
12. Total nonadmitted @MOUNES ... e ORI
13. Statement Value ... 55,298,1941. . ... 51,260,404

Q12
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statement As oF September 30, 2007 or e Preferred Health Partnership of Tennessee, inc.

14 Schedule DAPartt ... . NONE
14 Schedule DA Part2 Verification ...............cccoiciiiiiii s, NONE
15 Schedule DBPartFSectiond ... NONE
16 Schedule DBPartFSection2 ...t NONE
17 Schedule S Ceded Reinsurance ............ciiiiiiiiiiiininnnannns. NONE

Q14, 15, 16, 17



sTatement as oF September 30, 2007 or = Preferred Health Partnership of Tennessee, Inc.

SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Current Year to Date - Allocated by States and Territories

Direct Business Only
1 2 3 4 5 6 7 8 g

Is Insurer Federal Life and Annuity

Licensed | Accident and Employees Health Premiums Property/ Total

{Yesor Health Medicare Medicaid Benefits Program and Other Casualty Columns | Deposit-Type

State, Etc. No) Premiums Title XVIll Title XiX Premiums Considerations | Premiums | 2 Through7 Contracts

1 Alabama (AL) e b NO e e
2 Alaska (AK) o . No...|..... e T
3. Arizana (AZ) Cvecid No
4. Arkansas (AR} ... ... No ...
5. California (CA) ......... civice o No
6. Colorado {CO) SR st NoL
7. Connecticut (CTy ...................... ... No..
8. Delaware (DE) .................... . No ...
9. District of Columbia (DC) . oo NoL
10. Florida (FL) e cooge Noo
1. Georgia (GA) ... v No

12. Hawaii (H1} ... No...
13. Idaho (1D} . No.
14. lllinois (L.} No .
15. Indiana (IN) .. . No...
16. lowa (IA} ... No...
17. Kansas {(KS) .................. . ... No...
18. Kentucky (KY) . No...
19. Louisiana (LA) . ... No...
20. Maine (ME} ... ... No..
21 Maryland (MD) .. .....................f... No ..
22. Massachusetis (MA) . v No
23. Michigan (M1) v No
24. Minnesota (MN) ............ . .. No...
25. Mississippi (MS) ... No...
26. Missouri (MO} ... .. No...
27. Montana (MT) ... TP ... No...
28, Nebraska (NE) .............. coiii o No
29. Nevada (NV) .. ....... oo} No
30. New Hampshire (NH) ..................]... No..
31 Newdersey (NJ) ... ... No...
32. New Mexico (NM) ................... ... No..
33 New York (NY) . [ ... No...
34, North Carolina {NC) ... s No
35 North Dakota (ND} . b No o
36. Ohio (OH) .. e No
37. Oklahoma (OK) ... No ..
38. Oregon {OR} No ...

39. Pennsylvania (PA) .....................}... No.

40. Rhode island {R1) No ...

41 South Carolina (SC} . . o] No

42. South Dakota (SD) ................... . Ne...

43. Tennessee {TN) ..................... ... Yes ..

44. Texas (TX) ... ... No...

45. Utah (UT) ... i o No

46. Vermont (VT) ...... e . No.

47. Virginia (VA) FE CNO L e D T b e e
48. Washington (WA) ...... b NO L e e e e b e
49. West Virginia (WV) R .. No...

50. Wisconsin (Wh) ... ... No...

51, Wyoming (WY) ... [T ... No...

52 American Samoa (AS) .............. ... No.

53. Guam (GU)} R i No

54. PuertoRico(PR) .......................1... No.

55. U.S. Virgin Islands {VI} .................}... No ..

56, Northern Mariana Islands (MP}
57. Canada (CN) .
58. Aggregate other alien {OT) ... .
59, Subtotal . ... .

60. Reporting entity contributions for
Employee Benefit Plans . XXX b
61. Total {Direct Business) ...... ... a1 e [ fe | f e
DETAILS OF WRITE-INS
5801.

5802. ... . XXX

5803 XXX e e e
5898.  Summary of remaining write-ins for

Line 58 from overflow page ...... XXX 4 b b
5899.  TOTALS {Lines 5801 through 5803

plus 5898) (Line 58 above) ......... XXX e e e e L

{a} Insert the number of yes responses except for Canada and Other Alien.

Q18
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sTaTeMENT s oF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of
business for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code
will be printed below. If the supplement is required of your company but is not being filed for whatever reason enter SEE EXPLANATION and provide an
explanation following the interrogatory questions.

__RESPONSE

1. Will the Medicare Part D Coverage Supplement be filed with the state of domicile and the NAIC with this statement? ‘ No
Explanations:
Bar Codes:

are P

TR

3

Q20



staTemenT As of September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

OVERFLOW PAGE FOR WRITE-INS

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
2104. Reserve for At Risk Revenue .. 1,599,805 ... [ 1,599,8051........ 978,108
2105, Unclaimed Property ... 2014 124141 122,858
2197.  Summary of remaining write-ins for Line 21 (Lines 2104 through 2196) .......................|..... 1,720,946 L 17209461 1,100,966

Q21




sTaTEmenT As oF September 30, 2007 o e Preferred Health Partnership of Tennessee, Inc.

EO1  Schedule APart 2 ...ovvvrii e i e s NONE
E01 Schedule APartd ...ttt e NONE
E02 Schedule BPartl ....ovvriniiii it i i i e NONE
F02 Schedule BPart2 ....covvrriiiraiin it v ai i ares NONE
E03  Schedule BAPart1 ... .. i i e e NONE
E03  Schedule BAPart2 ....coviiriiiiiiiii i NONE

QEO01, E02, E03
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statement As of September 30, 2007 or tve Preferred Heaith Partnership of Tennessee, Inc.

E06 ScheduleDBPartASectiont ..........cvvviriiiiiii i NONE
E06 ScheduleDBPartBSection .........c.covvviviiii i NONE
EQ7  Schedule DBPartCSection? ........coiuiiriiiiiii i cieanans NONE
E07  Schedule DB PartDSectiond ...t NONE

QE0S6, E07



statement as or September 30, 2007 or ve Preferred Health Partnership of Tennessee, Inc.

SCHEDULE E - PART 1 - CASH

Month End Depository Balances

1 2 3 4 5 Book Balance at End of Each Month | 9
During Current Quarter
Amount | Amount of 8 7 8
of Interest| Interest
Received | Accrued
During | at Current
Rate of | Current | Statement First Second Third
Depository Code | interest | Quarter Date Month Month Month *

open depositories

Cash on Deposit _..{First Tennessee Bank .........0............. L. ..50001.... 53130 2324011...... 261,714]...... 316,308 X X2
Northern Trust ... (Chicagollinois ... 1. |......|...... 637507732 ] 192,213].... 1,206,405|...... 373,331 | X X3
0199998 Deposits in ............... 0 depositories that do not exceed the

allowable limit in any one depository (See Instructions) - open depositories | XXX | XXX . o oo b I T TOUOTOOOT PITTTT L XX
0199999 Totals - Open Depositories ... XXX . XXX.. ]..13,045 . 424614].... 1,468,119.. ... 689,639 X X
0299998 Deposits in ............... 0 depositories that do not exceed the

allowable limit in any one depository (See Instructions) - suspended

BPOSHOMES ... ittt e XXX XXX b L L XX
0299999 Totals - Suspended Depositories ... XXXL XXX o e . i XX
0399999 Total Cash On Deposit................... CXXXLUXXX 13,045 424,614 1,468,119, 689,639 XX
0499999 Cash in Company's Office XK XXX L XXX L XXX T PUR XX,
0599999 Total Cash ... XXX XXX 1. 130450 ] 424,614].... 1468,119]...... 689,639 XX

QE08



statement as oF September 30, 2007 or e Preferred Health Partnership of Tennessee, Inc.

E09 ScheduleEPart2CashEquivalents ....................cciieiiininnt.

Supp1  Medicare Part D Coverage Supplement ................ccoiiiienaaat.,

QEO09, Supp1
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statemenT as of September 30, 2007 or e Preferred Health Partnership of Tennessee, inc.

INDEX TO HEALTH
QUARTERLY STATEMENT

Accounting Changes and Corrections of Errors; Q10, Note 2; Q11
Accounting Practices and Policies; Q5; Q10, Note 1
Admitted Assets; Q2
Bonds; Q2; Q6; Q11.1; Q11.2; QE04; QE0S
Bonuses; Q3; Q4; Q8; Q9
Borrowed Funds; Q3; Q6
Business Combinations and Goodwili; Q10, Note 3
Capital Gains {Losses)

Realized; Q4

Unrealized; Q4; Q5
Capital Stock; Q2; Q10, Note 13
Capital Notes; Q6; Q10, Note 11
Caps; QECE
Cash; Q2; Q6; QE08
Cash Equivalents; Q2; Q6
Claims; Q3; Q8
Collars; QEO7
Commissions; Q6
Common Stock; Q2; Q3; Q6; Q11.1; Q11.2
Cost Containment Expenses; Q4
Contingencies; Q10, Note 14
Counterparty Exposure; Q10, Note 8
Debt; Q10, Note 11
Deferred Compensation; Q10, Note 2
Derivative Instruments; Q10, Note 8; Q14; Q15; QE06; QE07
Discontinued Operations; Q10, Note 4
Electronic Data Processing Equipment; Q2
Encumbrances; Q2; QE01
Emergency Room; Q4
Expenses; Q3; Q4; Q6
Extinguishment of Liabilities; Q10, Note 17
Extraodinary ltem; Q10, Note 21
Fee for Service; Q4
Foreign Exchange; Q2; Q3; Q5; Q12; QE01; QE02; QE04; QE05
Forwards; QEQ7
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